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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

24  CFR  Parts  200, 203,  and  234 
[Docket  No.  N-88-1782;  FR-2434] 

Requirements  for  Single  Family 
Mortgage  Instruments 

agency:  Office  of  Housing,  HUD. 
action:  Notice  of  proposed  policy. 

SUMMARY:  This  Notice  proposes  a  new 
approach  for  creating  mortgage 
instruments  for  HUD  single  family 
mortgage  insurance  programs.  HUD 
would  no  longer  print  or  distribute 
single  family  mortgage  forms  and  would 
not  approve  the  text  of  a  complete  form 
for  each  State.  Mortgagees  would  be 
responsible  for  developing  or  procuring 
their  own  instruments  with  certain 
provisions  required  by  HUD,  additional 
optional  provisions  permitted  by  HUD, 
and  any  additional  provisions  needed  to 
produce  a  legally  enforceable 
instrument  conforming  to  the  law  of  the 
State  in  which  the  property  is  located. 
date:  Comments  due  September  6, 1988. 
ADDRESSES:  Interested  persons  are 
invited  to  submit  comments  regarding 
this  Notice  to  the  Rules  Docket  Clerk, 
Office  of  General  Counsel,  Room  10276, 
Department  of  Housing  and  Urban 
Development,  451  Seventh  Street  SW., 
Washington,  DC  20410.  Communications 
should  refer  to  the  above  docket  number 
and  title.  A  copy  of  each  communication 
submitted  will  be  available  for  public 
inspection  during  regular  business  hours 
at  the  above  address. 

FOR  FURTHER  INFORMATION  CONTACT: 
John  J.  Coonts,  Deputy  Director,  Office 
of  Insured  Single  Family  Housing, 
Department  of  Housing  and  Urban 
Development,  Room  9266,  451  7th  Street 
SW„  Washington,  DC  20419,  telephone 
No.  (202)  755-3046.  (This  is  not  a  toll- 
free  number.) 

SUPPLEMENTARY  INFORMATION: 
Background 

The  current  HUD/FHA  regulations 
require  an  insured  single  family 
mortgage  to  be  on  a  form  approved  by 
the  Commissioner  for  use  in  the 
jurisdiction  in  which  the  property 
covered  by  the  mortgage  is  situated. 
(The  term  "mortgage"  is  used  in  this 
notice  to  include  all  common  forms  of 
security  interests  in  real  property, 
including  deeds  of  trust,  and  related 
credit  instruments  or  notes.)  The 
regulatory  requirement  dates  from  the 
1930‘8  when  the  FHA  was  in  the 
forefront  of  developing  modem 
residential  lending  practices.  The  FHA 
developed  mortgage  and  note  forms  for 


each  State  which  ensured  that 
mortgagees  would  use  instruments 
compatible  with  program  requirements 
and  good  mortgage  lending  practices. 

The  forms  also  reflected  local  law  and 
practice,  and  there  was  some  uniformity 
among  the  forms.  The  FHA  mortgage 
and  note  forms  have  been  produced  and 
distributed  up  to  the  present  at  no  cost 
to  the  mortgagees. 

Later,  the  Veterans  Administration 
(VA)  developed  its  separate  note  and 
mortgage  forms  for  use  with  VA 
programs.  Use  of  approved  forms  was 
optional.  VA  made  the  forms  available 
to  its  program  participants.  Recently,  the 
VA  concluded  that  It  was  no  longer 
necessary  for  that  agency  to  provide 
mortgage  forms  for  each  jurisdiction.  VA 
regulations  specify  certain  required  and 
prohibited  mortgage  provisions.  The  VA 
regulations  also  provide  that  mortgage 
instruments  for  any  VA  guaranteed  or 
insured  mortgage  are  “amended  and 
supplemented”  to  conform  to  the 
regulations. 

In  the  early  1970’s,  the  Federal 
National  Mortgage  Asspciation/Federal 
Home  Loan  Mortgage  Corporation 
(FNMA/FHLMC)  forms  were  developed 
for  use  with  those  entities’  programs. 

The  FNMA/FHLMC  forms  consist  in 
large  part  of  “uniform  covenants,”  which 
reflect  the  increasingly  national  nature 
of  mortgage  lending,  together  with  "non- 
uniform  covenants”  reflecting  the  law 
and  practice  In  a  particular  State.  The 
forms  carry  out  specific  policies  of  those 
organizations  on  such  matters  as  due- 
on-sale  clauses,  but  they  generally 
represent  a  consensus  of  views  on  the 
kind  of  provisions  to  be  included  in  a 
modern  well-drafted  mortgage.  There 
are  strong  similarities  in  approach 
between  the  FNMA/FHLMC  "uniform 
covenants”  and  most  of  the 
corresponding  provisions  in  a 
representative  FHA  mortgage.  The 
FNMA/FHLMC  documents  indicate  the 
feasibility  of  uniform  language  for  most 
common  mortgage  provisions.  White 
FNMA/FHLMC  prescribe  the  speciHc 
language  and  format  for  documents, 
they  do  not  distribute  documents  free  of 
charge  but  rely  on  the  mortgage  lending 
community  to  arrange  for  actual 
production  of  the  documents. 

HUD  has  examined  the  approaches  of 
FNMA/FHLMC  and  VA  and  has  found 
merit  in  portions  of  their  approaches. 
None  of  these  organizations  find  it 
necessary  to  control  the  printing  and 
distribution  of  mortgage  instruments. 
HUD  has  also  permitted  mortgagees  and 
forms  companies  to  engage  in  private 
printing  and  distribution  of  approved 
mortgage  forms,  although  many 
mortgagees  have  preferred  to  obtain  the 
forms  from  HUD  free  of  charge.  After 


ca?eful  study,  HUD  was  attracted  to  the 
concept  of  a  uniform  approach  for 
provisions  which  need  not  vary  by 
locality.  In  addition,  HUD  was  attracted 
to  the  approach  of  having  all  mortgagees 
arrange  for  printing  of  their  own  forms. 

Proposed  Requirements 

HUD  is  proposing  a  new  approach  for 
its  single  family  mortgage  insurance 
programs.  Under  HUD’s  new  approach, 
the  Department  would  not  print  or 
distribute  mortgage  forms  and  would  not 
approve  the  text  of  a  complete  mortgage 
or  note  form  for  each  jurisdiction. 

Instead,  HUD  would  require  each 
mortgagee  to  develop  its  own 
instruments  or  obtain  them  from  some 
other  source.  The  instruments  would 
have  to  include  HUD-approved  uniform 
language  which  reflects  current  HUD 
policies.  The  language  in  the  new 
requirements  is  primarily  adapted  from 
existing  mortgage  forms  approved  by 
HUD  or  FNMA/FHLMC.  Because  there 
is  significant  variation  among  current 
HUD-approved  forms,  use  of  uniform 
language  necessarily  would  result  in 
some  language  change  from  the  current 
HUD  mortgage  in  each  jurisdiction, 
although  there  would  generally  be  little 
substantive  change  to  the  major 
provisions.  The  new  requirements  would 
not  supersede  HUD  regulations. 

Additional  mandatory  provisions 
would  vary  among  states.  HUD  would 
identify  certain  additional  provisions, 
taken  from  the  FNMA/FHI^C  forms, 
which  could  be  used  at  the  mortgagee’s 
option.  Mortgagees  would  also  have  to 
include  any  additional  provisions 
needed  to  produce  a  legally  enforceable 
instrument  conforming  to  the  law  of  the 
state  in  which  the  property  is  located. 
HUD  field  offices  would  have  authority 
to  impose  additional  requirements  for 
consistency  with  their  state’s  laws  and 
would  advise  mortgagees,  by  Circular 
Letter,  of  any  such  requirements. 

The  details  of  the  proposed  new 
requirements  are  contained  in  the 
Appendix  to  this  Notice.  The  Appendix 
consists  of  four  parts.  Parts  I  (General 
Instructions),  II  (Mortgage  Provisions) 
and  III  (Note  Provisions)  are  generally 
applicable.  Part  IV  (Other  Require¬ 
ments)  addresses  special  situations  such 
as  non-fixed  payment  mortgages, 
condominiums,  bond-funded  mortgages 
or  requirements  for  particular  localities 
or  programs. 

Major  Changes  from  Current  Approved 
Forms 

This  section  describes  some  of  the 
diBerences  between  mortgages  and 
notes  that  would  meet  the  requirements 
of  the  Appendix  and  current  approved 
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mortgage  and  note  forms.  Commenters 
interested  in  making  a  detailed 
comparison  between  Appendix 
requirements  and  a  particular  current 
approved  form  may  obtain  a  copy  of  the 
current  form  from  the  appropriate  HUD 
field  office. 

1.  General.  Many  nonsubstantive 
changes  in  wording  from  current  HUD 
forms  would  be  made  to  eliminate 
archaic  or  redundant  language  and  to 
otherwise  improve  clarity.  In  some  cases 
required  language  has  been  taken  from 
FNMA/FHLMC  forms  instead  of  HUD 
forms. 

2.  Terminology.  The  uniform  mortgage 
and  note  provisions  use  uniform 
terminology  for  the  parties  to  the  loan 
transaction  ("lender”  and  “borrower” 
instead  of  such  terms  as  “mortgagee,” 
“mortgagor,”  “beneficiary,”  "grantee,” 
“grantor,”  “holder,”  and  “trustor”).  They 
also  use  “security  instrument”  as  a 
uniform  term  for  the  mortgage,  deed  of 
trust,  security  deed  or  any  other  security 
instrument.  This  is  consistent  with  the 
FNMA/FHLMC  mortgages  and  is 
necessary  for  uniformity. 

3.  Note  changes.  The  uniform  note 
provisions  cover  prepayment  rights  and 
late  charges.  Current  HUD  forms  cover 
these  items  in  the  mortgage  rather  than 
the  note.  Placement  ia  the  note  is 
reasonable  and  consistent  with  the 
FNMA/FHLMC  forms  since  these  items 
relate  to  the  debt  rather  than  the 
security.  The  note  provisions  which 
wquld  be  changed  by  the  proposed 
requirements  are  mainly  a  matter  of 
revised  format  and  organization.  Also, 
HUD  is  considering  changing  the  late 
charge  provision  to  be  consistent  with 
current  industry  practice.  At  such  time 
as  HUD  decides  to  adopt  a  change, 
notice  will  be  published  in  the  Federal 
Register. 

4.  Mortgage  insurance  premium. 
Uniform  mortgage  provision  2  permits 
use  of  the  same  form  whether  the  MIP  is 
collected  in  a  lump  sum  or  through 
periodic  payments.  Current  HUD 
practice  requires  use  of  different  forms 
for  the  different  MIP  collection  methods. 

5.  Personal  property  (chattels).  The 
proposed  requirements  adopt  the 
FNMA/FHLMC  approach  towards 
including  tangible  personal  property  as 
part  of  the  security.  Only  property  which 
would  be  a  fixture  under  applicable  law 
is  included.  Current  HUD  forms  are 
inconsistent  on  this  point  and  many 
have  “chattel  clauses”  which  include 
extensive  lists  of  equipment  and  other 
personal  property  which  might  not  be 
fixtures. 

6.  Uninsured  mortgage.  The  proposed 
requirements  omit  one  provision  which 
appears  in  all  current  HUD-approved 
mortgages.  The  provision  permits 


acceleration  if  the  mortgage  is  not 
insured  within  a  certain  period 
(generally  the  period  is  a  blank  to  be 
filled  in  by  the  mortgagee).  This 
provision  has  not  been  used  by 
mortgagees  and  is  obsolete.  Historically, 
the  provision  served  a  purpose  when 
national  banking  associations  were 
restricted  as  to  the  amount  of  uninsured 
real  estate  loans  they  could  make  in 
relation  to  their  capital  and  surplus. 

There  is  no  longer  such  a  restriction 
either  for  national  banks  or  for  federal 
savings  banks. 

7.  Sale  to  person  without  approved 
credit.  The  proposed  requirements 
include,  in  the  body  of  the  mortgage,  a 
due-on-sale  clause  designed  to  restrict 
sales  to  persons  without  approved 
credit.  None  of  the  current  approved 
forms  contain  a  due-on-sale  clause,  but 
all  mortgagees  w'ere  required  by 
Mortgagee  Letter  86-15  to  add  the  clause 
to  the  forms.  The  language  of  the 
required  due-on-sale  clause  was 
modified  by  Mortgagee  Letter  88-2  to 
comply  with  section  407  of  the  Housing 
and  Community  Development  Act  of 
1987.  The  language  required  by 
Mortgagee  Letter  88-2  is  modified 
slightly  by  the  proposed  requirements. 

8.  Limitation  on  acceleration  and 
foreclosure.  Uniform  mortgage  provision 
9  contains  an  incorporation  by  reference 
of  the  regulations  that  will  usually 
restrict  a  mortgagee’s  ability  to 
accelerate  and  foreclose  immediately 
upon  default  by  the  mortgagor.  The 
regulations  would  restrict  a  mortgagee 
regardless  of  the  mortgage  language,  but 
HUD  believes  that  the  regulation 
represent  a  major  policy  of  the 
insurance  programs  and.  therefore, 
should  be  incorporated. 

9.  Mortgagee  advances  and 
foreclosure  costs.  Mortgagees  would  be 
allowed  to  demand  immediate 
repayment,  with  interest  at  the  note  rate 
until  repayment,  of  mortgagee  advances 
and  reasonable  and  customary 
foreclosure  costs.  Current  HUD  forms 
are  inconsistent  in  this  area;  while  most 
clearly  permit  such  items  to  be  added  to 
the  secured  debt,  many  do  not  address 
the  questions  of  interest  and  timing  of 
repayment.  Some  current  forms  contain 
specific  limitations  on  fees  and  costs  in 
the  event  of  foreclosure.  We  have 
concluded  that  it  is  not  feasible  to  set 
uniform  limitations,  and  the  proposed 
requirements  permit  the  mortgage  to 
provide  for  “reasonable  and  customary” 
attorney’s  and  trustee’s  fees.  HUD  may 
set  standards  for  maximum  fees. 

10.  Mortgagee  in  possession  and 
assignment  of  rents.  Instead  of  the 
widely  varying  language  now  appearing 
in  HUD  forms,  a  uniform  approach  taken 


from  the  FNMA/FHLMC  forms  would  be 
required. 

11.  New  provisions  for  mortgagor’s 
information.  The  uniform  mortgage 
provisons  include  two  items  not  in  any 
current  HUD  form  in  order  to  better 
inform  mortgagors.  The  borrower’s  right 
to  reinstatement  as  provided  in  24  CFR 
203.608  is  repeated  in  the  mortgage.  The 
borrower  is  given  an  express  right  to 
receive  a  copy  of  the  note  and  mortgage, 
as  in  the  FNMA/FHLMC  forms. 

As  indicated  in  the  preceding 
discussion,  there  is  a  large  amount  of 
consistency  between  the  proposed  HUD 
requirements  and  FNMA/FHLMC  forms. 
HUD  has  attempted  to  minimize 
differences  where  not  required  by 
established  HUD  policy.  Nevertheless, 
sufficient  differences  exist  to  preclude 
use  of  a  FNMA/FHLMC  form  with  a 
short,  simple  rider  containing  HUD 
requirements.  Of  the  18  uniform 
convenants  which  make  up  pages  2  and 
3  of  the  FNMA/FHLMC  mortgage  forms, 
only  4  could  be  used  without  any 
change.  Several  uniform  covenants  are 
not  suitable  at  all  for  HUD  policy 
reasons,  and  the  remaining  ones  would 
need  such  substantial  adaptation  that  10 
HUD  uniform  covenants  covering  some 
of  the  same  ground  are  proposed 
instead. 

On  the  other  hand,  the  proposed  HUD 
requirements  are  intended  to  be 
compatible  with  pages  1  and  4  of  the 
FNMA/FHLMC  forms,  with  minor 
changes  such  as  addition  of  the  FHA 
case  number  on  page  1  and  renumbering 
of  paragraphs  on  page  4.  Lenders  could 
choose  to  comply  with  HUD 
requirements  by  starting  with  the 
relevant  FNMA/FHLMC  form,  making 
extensive  amendment  of  pages  2  and  3 
through  a  rider,  and  making  any  other 
changes  the  lender  might  find  necessary 
to  conform  to  requirements  of  State  law. 
This  approach  has  some  clear 
disadvantages  over  production  of  a 
completely  new  form,  particularly  extra 
recording  costs  for  the  rider,  and 
impairment  of  readability  for  the  typical 
borrower,  and  therefore  HUD  will 
permit,  but  not  mandate,  this  approach. 

Other  Information 

Each  single  family  mortgage 
submitted  for  insurance  would  have  to 
be  in  a  form  meeting  the  requirements  in 
the  Appendix  unless  the  mortgages  was 
executed  within  three  months  after  the 
effective  date  of  a  final  Notice.  During 
the  interim  three  month  period,  a 
mortgagee  would  be  permitted  to  use 
either  the  existing  HUD-approved  forms 
or  its  own  instruments  meeting  the 
requirements  in  the  Appendix.  Upon 
implementation  of  the  new 
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requirements,  HUD  will  identify  one  or 
more  HUD  offices  which  will  be 
available  to  clarify  or  aid  in 
interpretation  of  the  requirements.  HUD 
field  offices  will  not  be  authorized  to 
approve  instruments  used  by 
mortgagees  or  to  change  provisions  in 
the  instruments.  Therefore,  mortgagees 
should  not  seek  advance  approval  either 
at  Headquarters  or  in  the  field  offices 
before  submitting  executed  mortgages  to 
be  insured. 

Mortgagees  must  certify  that  each 
insured  mortgage  complies  with  HUD 
requirements,  whether  the  mortgagee 
develops  its  own  instruments  or  obtains 
them  from  some  other  source.  This 
policy  is  set  forth  for  direct  endorsement 
cases  in  24  CFR  200.163(c)  and  for  prior 
approval  cases  in  Mortgagee  Letter  87- 
12.  Violation  of  the  HUD  requirements 
may  result  in  withdrawal  of  approval  to 
participate  in  the  Direct  Endorsement 
Program  pursuant  to  24  CFR  200.164(h) 
or  administrative  action  by  the 
Mortgagee  Review  Board  pursuant  to  24 
CFR  25.9(j).  Also,  since  section  203(e)  of 
the  National  Housing  Act  (12  U.S.C. 
1709(e))  does  not  prevent  the 
Department  from  contesting  the  validity 
of  a  contract  of  insurance  in  the  event  of 
misrepresentation  on  the  part  of  a 
mortgagee,  a  mortgagee  which  falsely 
certifes  that  a  mortgage  meets  HUD 
requirements  may  have  an  insurance 
claim  denied. 

The  Department  would  not  expect  to 
consider  requests  for  any  variation  from 
the  mandatory  uniform  language  in  the 
absence  of  convincing  evidence  that  the 
required  language  prevents  a  mortgagor 
or  mortgagee  from  complying  with 
applicable  state  law.  In  its  approved 
forms  HUDbas  not  ordinarily  prevented 
compliance  with  matters  of  state  law  or 
practice  which  were  not  in  conflict  with 
regulations  or  basic  objectives  of  the 
insurance  programs  and  the  proposed 
requirements  are  intended  to  continue 
that  approach.  We  recognize  that  state 
law  may  impose  requirements  upon  a 
mortgagor  or  mortgagee  beyond  those 
stated  in  the  uniform  language,  but  the 
Department  is  not  aware  of  any 
incompatibility  between  its  proposed 
mandatory  uniform  language  and  state 
requirements  which  would  prevent 
compliance  with  the  latter.  We  welcome 
comments  on  any  such  incompatibility. 

If  the  Department  decides  to  adopt  the 
proposed  policy  described  in  this  Notice 
and  the  Appendix,  after  consideration  of 
public  comments,  a  final  Notice  will  be 
published  together  with  a  final  rule 
making  necessary  changes  to  24  CFR 
203.17  and  other  similar  single  family 
regulations.  Those  regulations  would  be 
reworded  to  clarify  that  compliance 


with  HUD  mortgage  instrument 
requirements,  rather  than  use  of  HUD- 
approved  forms,  would  be  mandatory 
since  HUD  would  no  longer  approve 
actual  forms. 

This  Notice  is  exempt  from  the 
requirements  of  the  National 
Environmental  Policy  Act  under  24  CFR 
50.20(k). 

Dated:  June  7, 1988. 

James  E.  Sefaoenberger, 

General  Deputy  Assistant  Secretary  for 
Housing-Federal  Housing  Commissioner. 

APPENDIX — Requirements  for  Single  Family 
Mortgage  Instruments 

Index; 

Part  L  General  Instructions 
Part  II.  Mortgage  Provisions 

A.  Introductory  Mortgage  Provisions 

B.  Uniform  Mortgage  Provisions 

C.  Mortgage  Provisions  Following  Uniform 
Provisions 

Part  III.  Note  Provisions 
Part  IV.  Other  Requirements 

A.  Special  Situations 

1.  Adjustable  Rate  Mortgage  (ARM) 

2.  Graduated  Payment  Mortgage  (GPM) 

3.  Growing  Equity  Mortgage  (GEM) 

4.  Rehabilitation  Loans  (Section  203(k) 
of  the  National  Housing  Act) 

5.  Condominiums 

6.  Cooperatives 

7.  Planned  Unit  Development  (PUD) 

8.  Tax-exempt  Financing 

9.  Open-end  Advances 

10.  Leaseholds 

11.  Junior  Mortgages  to  HUD — Section 
235  and  TMAP 

B.  Special  Requirements  for  Particular 
States  and  Localities 

1.  Hawaiian  Home  Lands 

2.  Northern  Mariana  Islands 

3.  Guam,  the  Virgin  Islands  and  Puerto 
Rico 

4.  Indian  Reservations  (Section  248  of 
the  National  Housing  Act) 

5.  Redemption  Periods 

a.  Iowa,  North  Dakota  and  Wisconsin 

b.  New  Mexico  and  South  Dakota 

6.  Plain  English  Requirements. 

Part  I — General  Instructions 

A.  The  term  “mortgage”  as  used 
below  includes  any  form  of  security 
instrument  commonly  used  in  a 
jurisdiction  in  connection  with  loans 
secured  by  a  one-  to  four-family 
residential  property.  The  term  "note”  as 
used  below  includes  any  form  of  credit 
instrument  commonly  used  in  a 
jurisdiction  to  evidence  such  loans. 

B.  HUD  will  not  provide  mortgage  and 
note  forms  for  use  with  its  single  family 
mortgage  insurance  programs.  A 
mortgagee  must  develop  or  procure 
mortgage  and  note  forms  which  comply 
in  form  and  substance  with  both  these 
requirements  and  all  applicable  state 
and  local  requirements  for  a  recordable 


and  enforceable  mortgage  and  an 
enforceable  note,  which  must  be  a 
negotiable  instrument.  The  mortgage 
atid  note  must  be  separate  documents. 

C.  A  mortgagee  must  include  verbatim 
in  each  mortgage  and  note  the  uniform 
provisions  which  are  designated  as 
mandatory  and  are  set  forth, 
respectively,  in  Parts  II.  B.  and  III.  of  this 
Appendix.  Any  acceleration  and 
foreclosure  by  the  mortgagee  can  be 
based  only  on  breach  of  these  uniform 
provisions,  subject  to  certain  exceptions 
specifically  provided  for  in  these 
requirements. 

D.  Parts  II.  A.,  II.  C.  and  III.  describe 
additional  provisions  that  must  be 
included  in  the  mortgage  or  note  with 
some  permitted  variation  in  language  as 
well  as  optional  provisions  that  may  be 
included  at  the  discretion  of  the 
mortgagee.  No  other  provisions  may  be 
included  that  affect  the  rights  or 
obligations  of  mortgagors  except  for 
provisions  needed  to  comply  with 
requirements  of  state  and  local  law.  In 
particular,  the  mortgage  and  note  must 
not  contain  any  provisions  that  restrict 
the  transferability  of  the  property  or  that 
alter  the  obligations  of  a  mortgagor  if 
the  property  is  transferred,  except  as 
provided  in  Part  II.  B.,  Paragraph  9  or  in 
Part  IV.A.,  Paragraph  8  of  these 
requirements.  The  mortgage  or  note 
must  not  include  any  requirements  not 
required  by  HUD  that  operate  to  impose 
any  obligation  on  a  successor  or  assign 
of  the  mortgagee,  unless  HUD  has  ' 
expressly  agreed  thereto.  Additional 
provisions  shall  conform  in  style  to 
these  requirements  and  shall  not  be  in 
substantive  conflict  with  these 
requirements. 

E.  Provisions  which  appear  in  the  note 
may  also  appear  in  the  mortgage. 

F.  A  mortgage  or  note  may  include  the 
mortgagee's  business  name  and/or 
logotype  on  the  top  of  the  form.  Forms 
must  be  printed  on  8^^'  X  11"  letter- 
size  paper,  unless  state  law  requires 
legal  size.  Pages  should  be  numbered  to 
reflect  the  total  number  of  pages  in  the 
documenL  such  as:  Page  1  of  2,  Page  2  of 
2.  Although  layout  and  format  are  within 
the  discretion  of  mortgagees,  size  and 
style  of  typeface  or  print  should  be 
similar  to  the  FNMA/FHLMC  mortgages 
and  notes. 

G.  These  requirements  do  not 
supersede  HUD  regulations.  They  are 
intended  to  supersede  anything 
contained  in  HUD  administrative 
issuances,  such  as  Handbooks,  Notices 
or  Mortgagee  Letters,  that  prescribes  the 
form  and  content  of  a  mortgage  or  note 
and  conflicts  directly  with  these 
requirements. 
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H.  Some  of  the  mortgage  or  note 
language  required  or  permitted  by  these 
requirements  may  result  in  a  mortgagor 
granting  broad  ri^ts  to  a  mortgagee 
while  the  exercise  of  those  rights  is 
limited  by  HUD  regulations  or 
administrative  issuances.  These 
requirements  do  not  supersede  any  such 
limitations  on  mortgagees,  and  a 
mortgagee’s  rights  under  the  mortgage 
and  note  may  be  exercised  only  in  a 
manner  consistent  with  all  relevant 
HUD  requirements.  For  example, 
notwithstanding  language  which  might 
appear  in  the  mortgage,  a  mortgagee’s 
right  to  foreclose  may  be  limited  by  24 
CFR  203.550(d),  203.554(a),  203.606(a),  or 
203.659(a),  and  its  ability  to  collect  fees 
and  charges  will  be  limited  by  24  CFR 
203.552. 

I.  HUD  field  offices  have  authority  to 
impose  additional  requirements 
regarding  mortgage  and  note  provisions, 
for  consistency  with  state  laws 
appropriate  to  their  jurisdictions,  and  to 
advise  mortgagees,  through  a  Circular 
Letter,  of  any  such  requirements. 

Part  II — Mortgage  Provisions 

A.  Introductory  Mortgage  Provisions 

The  general  form  for  the  part  of  a 
mortgage  preceding  the  numbered 
paragraphs  is  set  forth  below. 
Mortgagees  must  follow  this  form  with 
such  adaptation  as  may  be  necessary  to 
conform  to  state  or  local  requirements. 

1.  On  the  first  page,  the  name  of  the 
state  shall  appear  in  the  upper  left 
comer,  the  appropriate  title  (mortgage, 
deed  of  trust,  etc.)  shall  appear  in 
boldface  type  and  be  centered  at  the 
top,  and  the  FHA  case  number  shall 
appear  in  the  upper  right  comer. 

2.  The  first  paragraph  of  the  mortgage 
shall  contain: 

a.  The  date,  which  shall  be  the  same 
as  the  date  on  the  note; 

b.  An  identification  of  the  parties 
which  clearly  indicates  which  parties 
will  be  referred  to  as  “Lender”  and 
“Borrower”  in  the  rest  of  the  text; 

c.  An  indication  that  the  instrument 
wilt  be  referred  to  as  “Security 
Instmment”  in  the  rest  of  the  text; 

d.  A  reference  to  the  note  which 
clearly  indicates  the  meaning  of  “Note” 
as  used  in  the  rest  of  the  text  The  date, 
maturity  date  and  principal  amount  of 
the  note  must  be  stated; 

e.  A  “granting”  clause  conforming  to 
local  usage;  and 

f.  A  statement  that  the  mortgage  is  an 
Adjustable  Rate  Mortgage  (ARM), 
Graduated  Payment  Mortgage  (GPM)  or 
Growing  Equity  Mortgage  (GEM),  if 
applicable. 

The  first  paragraph  of  the  FNMA/ 
FHLMC  mortgage  for  the  appropriate 


jurisdiction  may  be  used  to  comply  with 
items  2.a.-e. 

3.  The  second  paragraph  of  the 
mortgage  shall  contain  a  description  of 
property  covered  by  the  mortgage. 

a.  The  description  of  a  property  must 
include  a  legal  description  (for  example, 
by  block  and  lot  number  or  by  metes 
and  bounds)  taken  from  the  deed,  and 
street  address,  if  any. 

b.  The  description  of  the  property 
must  indicate  if  the  mortgagor’s  interest 
in  the  property,  in  whole  or  in  part, 
consists  of  a  leasehold  estate  instead  of 
a  fee  simple  estate,  and  the  lease  must 
be  identified.  With  regard  to  a 
condominium  property,  the  mortgagor’s 
undivided  interest  in  the  common 
elements  must  be  identified. 

&  The  property  description  shall  end 
with  the  following  paragraph: 

Together  with  all  the  improvements 
now  or  hereafter  erected  on  the 
property,  and  all  easements,  rights, 
appurtenances,  rents,  royalties,  mineral, 
oil  and  gas  rights  and  profits,  water 
rights  and  stock  and  all  fixtures  now  or 
hereafter  a  part  of  the  property.  All 
replacements  and  additions  shall  also 
be  covered  by  this  Security  Instrument. 
All  of  the  foregoing  is  referred  to  in  this 
Security  Instrument  as  the  “Property.” 

d.  If  a  habendum  clause  is  used  for 
mortgages  in  the  jurisdiction,  the  phrase 
“together  with”  in  the  preceding 
paragraph  shall  be  preceded  by  the 
following:  “To  have  and  to  hold  this 
property  unto  Lender  and  Lender’s 
successors  and  assigns.  Forever,”. 

4.  After  the  property  description  the 
mortgage  shall  state: 

Borrower  covenants  that  Borrower  is 
lawfully  seised  of  the  estate  hereby 
conveyed  and  has  the  right  to  mortgage, 
grant  and  convey  the  Property  and  that 
the  Property  is  unencumbered,  except 
for  encumbrances  of  record.  Borrower 
warrants  and  will  generally  defend  the 
title  to  the  Property  against  all  claims 
and  demands,  subject  to  any 
encumbrances  of  record. 

B.  Uniform  Mortgage  Provisions 

The  mortgage  must  also  contain  the 
following  uniform  Paragraphs  1-10, 
excluding  explanatory  material  in 
brackets: 

1.  Payment  of  Principal,  Interest  and 
Late  Charge.  Borrower  shall  pay  when 
due  the  principal  of,  and  interest  on,  the 
debt  evidenced  by  the  Note  and  late 
charges  due  under  the  Note. 

2.  Monthly  Payments  of  Taxes, 
Insurance  Premiums  and  Other  Charges. 
Borrower  shall  include  in  each  monthly 
payment,  together  with  the  principal  and 
interest  as  set  forth  in  the  Note  and  any 
late  charges,  an  installment  of  any  (a) 
taxes  and  special  assessments  levied  or 


to  be  levied  against  the  Property,  (b) 
leasehold  payments  or  ground  rents  on 
the  Property,  and  (c)  premiums  for 
insurance  required  by  Paragraph  4. 

Each  monthly  installment  for  items 
(a),  (b)  and  (c)  shall  equal  one-twelfth  of 
the  annual  amounts,  as  reasonably 
estimated  by  Lender,  plus  an  amount 
sufficient  to  maintain  an  additional 
balance  of  not  more  than  one-sixth  of 
the  estimated  amounts.  The  full  annual 
amount  for  each  item  shall  be 
accumulated  by  Lender  within  a  period 
ending  one  month  before  an  item  would 
become  delinquent.  Lender  shall  hold 
the  amounts  collected  in  trust  to  pay 
items  (a),  (b)  and  (c)  before  they  become 
delinquent. 

If  the  total  of  the  payments  made  by 
Borrower  for  item  (a),  (b)  or  (c)  exceeds 
the  amount  of  payments  actually  made 
by  Lender  for  item  (a),  (b)  or  (c), 
respectively,  and  if  payments  on  the 
Note  are  current,  then  Lender  shall 
either  refund  the  excess  to  Borrower  or 
credit  the  excess  to  subsequent 
payments  by  Borrower,  at  the  option  of 
Borrower,  If  the  total  of  the  payments 
made  by  Borrower  for  item  (a),  (b)  or  (c) 
is  insufficient  to  pay  the  item  when  due, 
then  Borrower  shall  pay  to  Lender  any 
amount  necessary  to  make  up  the 
deficiency  on  or  before  the  date  the  item 
becomes  due. 

As  used  in  this  Security  Instrument, 
“Secretary”  means  the  Secretary  of 
Housing  and  Urban  Development  or  his 
or  her  designee.  Most  Security 
Instruments  insured  by  the  Secretary  are 
insured  under  programs  which  require 
advance  payment  of  the  entire  mortgage 
insurance  premium.  If  this  Security 
Instnunent  is  or  was  insured  under  a 
program  which  did  not  require  advance 
payment  of  the  entire  mortgage 
insurance  premium,  then  each  monthly 
payment  shall  also  include  either,  (i)  An 
installment  of  the  annual  mortgage 
insurance  premium  to  be  paid  by  Lender 
to  the  Secretary,  or  (ii)  a  monthly  charge 
instead  of  a  mortgage  insurance 
premium  if  this  Security  Instrument  is 
held  by  the  Secretary.  Each  monthly 
installment  of  the  mortgage  insurance 
,  premium  shall  be  in  an  amount 
sufficient  to  accumulate  the  full  annual 
mortgage  insurance  premium  with 
Lender  one  month  prior  to  the  date  the 
full  annual  mortgage  insurance  premium 
is  due  to  the  Secretary,  or  if  this  Security 
Instrument  is  held  by  the  Secretary, 
each  monthly  charge  shall  be  in  an 
amount  equal  to  one-twelfth  of  one-half 
percent  of  the  outstanding  principal 
balance  due  on  the  Note. 

If  Borrower  tenders  to  Lender  the  full 
payment  of  all  sums  secured  by  this 
Security  Instrument,  Borrower’s  account 
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shall  be  credited  with  any  balance 
remaining  for  all  installments  for  items 
(a),  (b)  and  (c)  and  any  mortgage 
insurance  premium  installment  that 
Lender  has  not  become  obligated  to  pay 
to  the  Secretary,  and  Lender  shall 
promptly  refund  any  excess  funds  to 
Borrower.  Immediately  prior  to  a 
foreclosure  sale  of  the  Property  or  its 
acquisition  by  Lender,  Borrower’s 
account  shall  be  credited  with  any 
balance  remaining  for  all  installments 
for  items  (a),  (b)  and  (c). 

3.  Application  of  Payments.  All 
payments  under  Paragraphs  1  and  2 
shall  be  applied  by  Lender  as  follows: 

First,  to  the  mortgage  insurance 
premium  to  be  paid  by  Lender  to  the 
Secretary  or  to  the  monthly  charge  by  . 
the  Secretary  instead  of  the  monthly 
mortgage  insurance  premium,  unless 
Borrower  paid  the  entire  mortgage 
insurance  premium  when  this  Security 
Instrument  was  signed: 

Second,  to  any  taxes,  special 
assessments,  leasehold  payments  or 
ground  rents,  and  fire,  flood  and  other 
hazard  insurance  premiums,  as  required: 
Third,  to  interest  due  under  the  Note: 
Fourth,  to  amortization  of  the 
principal  of  the  Note: 

Fifth,  to  late  charges  due  under  the 
Note. 

4.  Fire,  Flood  and  Other  Hazard 
Insurance.  Borrower  shall  insure  all 
improvements  on  the  Property,  whether 
now  in  existence  or  subsequently 
erected,  against  any  hazards,  casualties, 
and  contingencies,  including  fire,  for 
which  Lender  requires  insurance.  This 
insurance  shall  be  maintained  in  the 
amounts  and  for  the  periods  that  Lender 
requires.  Borrower  shall  also  insure  all 
improvements  on  the  Property,  whether 
now  in  existence  or  subsequently 
erected,  against  loss  by  flood  to  the 
extent  required  by  the  Secretary.  All 
insurance  shall  be  carried  with 
companies  approved  by  Lender.  The 
insurance  policies  and  any  renewals 
shall  be  held  by  Lender  and  shall 
include  loss  payable  clauses  in  favor  of. 
and  in  a  form  acceptable  to.  Lender. 

In  the  event  of  loss.  Borrower  shall 
give  Lender  immediate  notice  by  mail. 
Lender  may  make  proof  of  loss  if  not 
made  promptly  by  Borrower.  Each 
insurance  company  concerned  is  hereby 
authorized  and  directed  to  make 
payment  for  such  loss  directly  to  Lender, 
instead  of  to  Borrower  and  to  Lender 
jointly.  All  or  any  part  of  the  insurance 
proceeds  may  be  applied  by  Lender,  at 
its  option,  either  (a)  to  the  reduction  of 
the  indebtedness  under  the  Note  and 
this  Security  Instrument,  first  to  any 
delinquent  amounts  applied  in  the  order 
provided  in  Paragraph  3.  and  then  to 
prepayment  of  principal,  or  (b)  to  the 


restoration  or  repair  of  the  property 
damaged.  Any  application  of  the 
proceeds  to  the  principal  shall  not 
extend  or  postpone  the  due  date  of  the 
monthly  payments  which  are  referred  to 
in  Paragraph  2,  or  change  the  amount  of 
such  payments.  Any  excess  insurance 
proceeds  over  an  amount  required  to 
pay  all  outstanding  indebtedness  under 
the  Note  and  this  Security  Instrument 
shall  be  paid  to  the  entity  legally 
entitled  thereto. 

In  the  event  of  foreclosure  of  this 
Security  Instrument  or  other  transfer  of 
title  to  the  Property  that  extinguishes  the 
indebtedness,  all  right,  title  and  interest 
of  Borrower  in  and  to  any  insurance 
policies  in  force  shall  pass  to  the 
purchaser. 

5.  Preservation  and  Maintenance  of 
the  Property.  Borrower  shall  not  commit 
waste  or  destroy,  damage  or 
substantially  change  the  Property  or 
allow  the  Property  to  deteriorate, 
reasonable  wear  and  tear  excepted. 
Lender  shall  inspect  Property  if  the 
Property  is  vacant  or  abandoned  and  the 
loan  is  in  default.  Lender  shall  take 
reasonable  action  to  protect  and  preseve 
such  vacant  or  abandoned  Property  if 
such  action  does  not  constitute  an  illegal 
trespass. 

6.  Charges  to  Borrower  and  Protection 
of  Lender's  Rights  in  the  Property. 
Borrower  shall  pay  all  governmental  or 
municipal  charges,  fines  and  impositions 
that  are  not  included  in  the  monthly 
payments  as  set  forth  in  Paragraph  2. 
Borrower  shall  pay  these  obligations  on 
time  directly  to  the  entity  which  is  owed 
the  payment.  If  failure  to  pay  would 
adversely  affect  Lender’s  interest  in  the 
Property,  upon  Lender’s  request 
Borrower  shall  promptly  furnish  to 
Lender  receipts  evidencing  these 
payments. 

If  Borrower  fails  to  make  these 
payments  or  the  payments  required  by 
Paragraph  2,  or  fails  to  perform  any 
other  covenants  and  agreements 
contained  in  this  Security  Instrument,  or 
there  is  a  legal  proceeding  that  may 
significantly  affect  Lender’s  rights  in  the 
Property  (such  as  a  proceeding  in 
bankruptcy,  for  condemnation  or  to 
enforce  laws  or  regulations!,  then 
Lender  may  do  and  pay  whatever  is 
necessary  to  protect  the  value  of  the 
Property  and  Lender’s  rights  in  the 
Property,  including  payment  of  taxes, 
hazard  insurance  and  other  items 
mentioned  in  Paragraph  2. 

Any  amounts  disbursed  by  Lender 
under  this  Paragraph  shall  become  an 
additiorial  debt  of  Borrower  and  be 
secured  by  this  Security  Instrument. 
These  amounts  shall  bear  interest  from 
the  date  of  disbursement,  at  the  Note 


rate,  and  at  the  option  of  Lender,  shall 
be  immediately  due  and  payable. 

7.  Condemnation.  The  proceeds  of  any 
award  or  claim  for  damages,  direct  or 
consequential,  in  connection  with  any 
condemnation  or  other  taking  of  any 
part  of  the  Property,  or  for  conveyance 
in  place  of  condemnation,  are  hereby 
assigned  and  shall  be  paid  to  Lender  to 
the  extent  of  the  full  amount  of  the 
indebtedness  that  remains  unpaid  under 
the  Note  and  this  Security  Instrument. 
Lender  shall  apply  such  proceeds  to  the 
reduction  of  the  indebtedness  under  the 
Note  and  this  Security  Instrument,  first 
to  any  delinquent  amounts  applied  in 
the  order  provided  in  Paragraph  3,  and 
then  to  prepayment  of  principal.  Any 
application  of  the  proceeds  to  the 
principal  shall  not  extend  or  postpone 
the  due  date  of  the  monthly  payments, 
which  are  referred  to  in  Paragraph  2,  or 
change  the  amount  of  such  payments. 
Any  excess  proceeds  over  an  amount 
required  to  pay  all  outstanding 
indebtedness  under  the  Note  and  this 
Security  Instrument  shall  be  paid  to  the 
entity  legally  entitled  thereto. 

8.  Borrower's  Copy.  Borrower  shall  be 
given  one  conformed  copy  of  the  Note 
and  this  Security  Instrument. 

9.  Grounds  for  Acceleration  of  Debt. 

a.  Default.  Lender  may,  except  as 
limited  by  regulations  issued  by  the 
Secretary,  require  immediate  payment  in 
full  of  all  sums  secured  by  this  Security 
Instrument  if: 

(i)  Borrower  defaults  by  failing  to  pay 
in  full  any  monthly  payment  required  by 
this  Security  Instrument  prior  to  or  on 
the  due  date  of  the  next  monthly 
payment,  or 

(ii)  Borrower  defaults  by  failing,  for  a 
period  of  thirty  days,  to  perform  any 
other  obligation  contained  in  Paragraphs 
1  through  7  of  this  Security  Instrument. 

b.  Sale  Without  Credit  Approval. 
Lender  shall,  with  the  prior  approval  of 
the  Secretary,  require  immediate 
payment  in  full  of  all  sums  secured  by 
this  Security  Instrument  if: 

(i)  All  or  a  part  of  the  Property  is  sold 
or  otherwise  transferred  (other  than  by 
devise,  descent  or  operation  of  law)  by 
the  Borrower, 

(ii)  The  sale  or  other  transfer  is 
pursuant  to  a  contract  of  sale  (or  by 
deed,  if  there  is  no  contract  of  sale), 
executed  not  later  than  12  months  (24 
months  if  the  Property  is  not  the 
principal  or  secondary  residence  of  the 
Borrower)  after  the  date  on  which  this 
Security  Instrument  is  endorsed  for 
insurance  by  the  Secretary,  and 

(iii)  The  credit  of  the  purchaser  or 
grantee  has  not  been  approved  in 
accordance  with  the  requirements  of  the 
Secretary. 
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c.  No  Waiver.  If  circumstances  occur 
that  would  permit  Lender  to  require 
immediate  payment  in  full,  but  Lender 
does  not  require  such  payment,  Lender 
does  not  waive  its  rights  with  respect  to 
subsequent  events. 

d.  Regulations  of  HUD  Secretary.  In 
many  circumstances  regulations  issued 
by  the  Secretary  will  limit  Lender’s 
rights  to  require  immediate  payment  in 
full  and  foreclose  if  not  paid.  This 
Security  Instrument  does  not  authorize 
acceleration  or  foreclosure  when  not 
permitted  by  HUD  regulations. 

10.  Reinstatement.  Borrower  has  a 
right  to  reinstatement  if  Lender  has 
required  immediate  payment  in  full 
because  of  Borrower's  failure  to  pay  an 
amount  due  under  the  Note  or  this 
Security  Instrument.  This  right  applies 
even  after  foreclosure  proceedings  are 
instituted.  To  reinstate  the  Security 
Instrument,  Borrower  shall  tender  to 
Lender  in  a  lump  sum  all  amounts 
required  to  bring  Borrower’s  account 
current  including,  to  the  extent  they  are 
obligations  of  Borrower  under  this 
Security  Instrument,  foreclosure  costs 
and  reasonable  and  customary 
attorney’s  fees  and  expenses  properly 
associated  with  the  foreclosure 
proceeding.  Upon  reinstatement  by 
Borrower,  this  Security  Instrument  and 
the  obligations  that  it  secures  shall 
remain  in  effect  as  if  Lender  had  not 
required  immediate  payment  in  full. 
However,  Lender  is  not  required  to 
permit  reinstatement  if:  (i)  Lender  has 
accepted  reinstatement  after  the 
commencment  of  foreclosure 
proceedings  within  two  years 
immediately  preceding  the 
commencment  of  a  current  foreclosure 
proceeding,  (ii)  reinstatement  will 
preclude  foreclosure  on  different 
grounds  in  the  future,  or  (iii) 
reinstatement  will  adversely  affect  the 
priority  of  the  mortgage  lien. 

C.  Mortgage  Provisions  Following 
Uniform  Provisions 

1.  Because  of  great  variation  among 
state  legal  requirements  and  practices, 
the  uniform  mortgage  provisions  do  not 
cover  post-default  rights  or  obligations 
of  the  mortgagee  other  than  the  right  to 
demand  immediate  full  payment  of  the 
debt  (acceleration),  the  right  to  inspect 
and  preserve  the  property,  and  the 
obligation  to  permit  reinstatement  by 
the  mortgagor.  At  a  minimum,  each 
mortgage  shall  set  forth  a  paragraph 
numbered  11,  titled  “Foreclosure 
Procedure,”  which  includes  the 
mortgagee’s  right  to  a  public  sale  of  the 
property  free  and  clear  of  the  mortgage, 
including  a  power  of  sale  if  permissible 
under  applicable  state  law.  A  provision 
should  be  used  that  is  substantially  the 


same  as  Paragraph  19  of  the  “non- 
uniform  covenants”  in  the  current 
approved  FNMA/FHLMC  mortgage  form 
for  the  appropriate  jurisdiction,  to  the 
extent  consistent  with  HUD 
requirements.  The  mortgage  should  also 
preserve  all  rights  to  a  deficiency 
judgment  to  the  extent  permitted  by 
applicable  state  law.  See  Part  IV.  B., 
Paragraph  3  for  reference  to  foreclosure 
procedures  in  Guam,  the  Virgin  Islands 
and  Puerto  Rico.  Refer  to  Paragraph  5 
for  requirements  concerning  deficiency 
judgments  in  specific  states. 

2.  The  mortgage  shall  set  forth  a 
paragraph  numbered  Paragraph  12, 
titled  “Lender  in  Possession,”  which 
authorizes  the  mortgagee,  upon 
acceleration  of  the  mortgage  or 
abandonment  of  the  property,  to  take 
possession  of  the  property  and  to 
receive  an  assignment  of  rents  and 
security  deposits,  if  any,  and  to  .  collect 
such  rents  and  security  deposits.  If  state 
law  prohibits  a  mortgagee  from 
exercising  these  rights  directly,  the 
mortgage  must  provide  for  exercise  of 
these  rights  through  a  receiver.  A 
provision  substantially  the  same  as 
Paragraph  20  of  the  “non-uniform 
covenants”  in  the  current  approved 
FNMA/FHLMC  mortgage  form  for  the 
appropriate  jurisdiction  should  be  used. 

3.  The  uniform  provisions  omit 
common  “boilerplate”  provisions 
designed  to  aid  interpretation  or  clarify 
rights  of  each  party,  on  subjects  such  as 
the  manner  of  giving  notice, 
interpretation  of  number  and  gender 
references,  governing  law,  joint  and 
several  liability  of  successors  and 
assigns,  etc.  The  lender  should  include 
such  provisions  following  Paragraph  12, 
and  should  use  language  substantially 
the  same  as  Paragraphs  10, 11, 14  and  15 
of  the  “uniform  covenants”  in  the 
current  approved  FNMA/FHLMC 
mortgage  forms.  See  Part  IV.B., 
Paragraph  3  for  additional  language  for 
Guam,  the  Virgin  Islands  and  Puerto 
Rico. 

4.  The  mortgage  must  identify  any 
riders  or  other  attachments  to  the 
mortgage. 

5.  To  the  full  extent  permitted  by  state 
law,  the  mortgage  must  include  all 
waivers  that  are  set  forth  in  the 
paragraph  titled  “waivers”  in  the  “non- 
uniform  covenants”  of  the  current 
approved  FNMA/FHLMC  mortgage  form 
for  the  appropriate  jurisdiction. 

6.  The  mortgage  may  contain  a 
provision  to  require  the  mortgagor,  in 
the  evAit  of  foreclosure,  to  pay  costs 
and  reasonable  and  customary 
attorney’s  fees  and  trustee’s  fees.  Such 
fees  and  costs  shall  bear  interest  from 
the  date  of  disbursement,  at  the  note 


rate  and,  at  the  option  of  Lender,  shall 
be  immediately  due  and  payable. 

7.  Each  security  deed  or  deed  of  trust 
granted  to  a  trustee  must  provide  for 
appointment  of  a  substitute  trustee, 
except  in  Colorado. 

8.  A  mortgagee  may  include  language 
substantially  the  same  as  other 
paragraphs  from  the  “non-uniform 
covenants”  of  the  current  approved 
FNMA/FHLMC  mortgage  form  for  the 
appropriate  jurisdiction  to  the  extent 
that  it  is  not  in  conflict  with  these 
requirements. 

Part  III — Note  Provisions 

The  title  “Note”  shall  be  in  boldface 
type  and  be  centered  at  the  top  of  the 
first  page.  The  FHA  case  number  and 
date  (which  shall  be  the  same  as  the 
date  on  the  mortgage)  shall  appear  in 
the  upper  right  comer.  The  name  of  the 
state  shall  appear  in  the  upper  left 
corner.  The  address  or  other  property 
description  shall  be  included  at  the  top 
of  the  note,  under  the  title,  FH.4  number 
and  state.  In  addition,  the  note  must 
contain  the  following  uniform 
Paragraphs  1-7,  excluding  explanatory 
material  in  brackets,  and  may  include 
Paragraphs  8  and  9. 

1.  Parties.  Borrower  means  each 
person  signing  at  the  end  of  this  Note, 
and  the  person’s  successors  and  assigns. 

Lender  means _ and  its 

successors  and  assigns. 

2.  Borrower’s  Promise  to  Pay:  Interest. 
In  return  for  a  loan  received  from 
Lender,  Borrower  promises  to  pay  the 

principal  sum  of - Dollars 

($ _ ),  plus  interest,  to  the  order  of 

Lender.  Interest  will  be  charged  on 
unpaid  principal,  from  the  date  of 
disbursement  of  the  loan  proceeds  by 

Lender,  at  the  rate  of - per 

cent  ( _ _%)  per  year  until  the  full 

amount  of  principal  has  been  paid. 

.  3.  Promise  to  Pay  Secured.  Borrower’s 
promise  to  pay  is  secured  by  a  mortgage, 
deed  of  trust  or  similar  security 
instrument  that  is  dated  the  same  date 
as  this  Note  and  called  the  “Security 
Instrument.”  That  Security  Instrument 
protects  the  Lender  from  losses  which 
might  result  if  Borrower  defaults  under 
this  Note. 

4.  Manner  of  Payment. 

a.  Time.  Borrower  shall  make  a 
payment  of  principal  and  interest  to 
Lender  on  the  first  day  of  each  month 

beginning  on _ ,  19 - Any 

principal  or  interest  remaining  unpaid 

on  the  first  day  of - ,  20 - ,  will 

be  due  on  that  date,  which  is  called  the 
maturity  date. 

b.  Place.  Payments  shall  be  made  at 

_ or  at  such  other  place 

as  Lender  may  designate  in  writing. 
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c.  Amount.  Each  monthly  payment  of 
principal  and  interest  will  be  in  the 

amount  of  $ _ This  amount  will 

be  part  of  a  larger  monthly  payment, 
required  by  the  Security  Instrument,  that 
shall  be  applied  to  principal,  interest 
and  other  items  in  the  order  described  in 
the  Security  Instrument. 

[d.  Special  features.  As  explained  in 
Part  IV.  A.  of  these  requirements,  the 
special  features  of  adjustable  rate, 
graduated  payment  or  growing  equity 
loans  must  be  explained  in  an  additional 
Subparagraph  4.d.  which  may  be  printed 
in  the  body  of  the  note  of  incorporated 
by  an  addendum.] 

5.  Borrower's  Right  to  Prepay. 

Borrower  has  the  right  to  pay  the  debt 
evidenced  by  this  Note,  in  whole  or  in 
part,  without  charge  or  penalty,  on  the 
first  day  of  any  month. 

6.  Borrower's  Failure  to  Pay. 

a.  Late  Charge  for  Overdue  Payments. 
If  Lender  has  not  received  the  full 
monthly  installment  of  principal  and 
interest  by  the  end  of  fifteen  calendar 
days  after  the  payment  is  due.  Lender 
may  collect  a  late  charge  in  the  amount 

of _ per  cent  ( _ %)  of  the 

overdue  amount  of  each  payment.  [An 
amount  not  exceeding  four  per  cent  (4%) 
shall  be  inserted  by  the  mortgagee.) 

b.  Default  If  Borrower  defaults  by 
failing  to  pay  in  full  any  monthly 
payment  required  by  this  Note  prior  to 
or  on  the  due  date  of  the  next  monthly 
payment,  then  Lender  may,  except  as 
limited  by  regulations  of  the  Secretary, 
require  immediate  payment  in  full  of  the 
principal  balance  remaining  due  and  all 
accrued  interest.  Lender  may  choose  not 
to  exercise  this  option  without  waiving 
its  rights  in  the  event  of  any  subsequent 
default.  In  many  circumstances 
regulations  issued  by  the  Secretary  will 
limit  Lender’s  rights  to  require 
immediate  payment  in  full.  This  Note 
does  not  authorize  acceleration  when 
not  permitted  by  HUD  regulations.  As 
used  in  this  Note,  “Secretary”  means  the 
Secretary  of  Housing  and  Urban 
Development  or  his  or  her  designee. 

c.  Payment  of  Costs  and  Expenses.  If 
Lender  has  required  immediate  payment 
in  full,  as  described  above,  Lender  may 
require  Borrower  to  pay  costs  and 
reasonable  and  customary  attorney’s 
fees  for  enforcing  this  Note.  Such  fees 
and  costs  shall  bear  interest  from  the 
date  of  disbursement  at  the  same  rate  as 
the  principal  of  this  Note. 

7.  Waivers.  Borrower  and  any  other 
person  who  has  obligations  under  this 
Note  waive  the  rights  of  presentment 
and  notice  of  dishonor.  “Presentment” 
means  the  right  to  require  Lender  to 
demand  payment  of  amounts  ‘due. 
“Notice  of  dishonor”  means  the  right  to 
require  Lender  to  give  notice  to  other 


persons  that  amounts  due  have  not  been 
paid. 

[Additional  language,  which  may  be 
included  as  paragraphs  8  and  9,  is  as 
follows: 

8.  Giving  of  Notices.  Unless 
applicable  law  requires  a  different 
method,  any  notice  that  must  be  given  to 
Borrower  under  this  Note  will  be  given 
by  delivering  it  or  by  mailing  it  by  first 
class  mail  to  Borrower  at  the  property 
address  above  or  at  a  different  address 
if  Borrower  has  given  Lender  a  notice  of 
Borrower’s  different  address. 

Any  notice  that  must  be  given  to 
Lender  under  this  Note  will  be  given  by 
mailing  it  by  first  class  mail  to  Lender  at 
the  address  stated  in  Paragraph  4.b. 
above  or  at  a  different  address  if 
Borrower  is  given  a  notice  of  that 
different  address. 

9.  Obligations  of  Persons  under  this 
Note.  If  more  than  one  person  signs  this 
Note,  each  person  is  fully  and 
personally  obligated  to  keep  all  of  the 
promises  made  in  this  Note,  including 
the  promise  to  pay  the  full  amount 
owed.  Any  person  who  is  a  guarantor, 
surety  or  endorser  of  this  Note  is  also 
obligated  to  do  these  things.  Any  person 
who  takes  over  these  obligations, 
including  the  obligations  of  a  guarantor, 
surety  or  endorser  of  this  Note,  is  also 
obligated  to  keep  all  of  the  promises 
made  in  this  Note.  Lender  may  enforce 
its  rights  under  this  Note  against  each 
person  individually  or  against  all 
signatories  together.  Any  one  person 
signing  this  Note  may  be  required  to  pay 
all  of  the  amounts  owed  under  this 
Note. 

The  following  must  appear  at  the  end 
of  the  Note: 

By  SIGNING  BELOW,  Borrower 
accepts  and  agrees  to  the  terms  and 
covenants  contained  in  this  Note. 

_ _ ; _ (Seal) 

Borrower 

_ _ _ (Seal) 

Borrower 

[Lenders  must  also  include  any 
required  or  customary  form  of 
authentication.) 

Part  IV — Other  Requirements 

A.  Special  Situations 

As  special  situations  arise,  additional 
language  may  be  required  for  a 
mortgage  and/or  note.  Mandatory 
requirements  to  be  followed  in  special 
situations  are  set  forth  in  this  Part. 
Whenever  additional  language  is  to  be 
added  to  required  uniform  mortgage  or 
note  provisions,  the  addition  may  be 
printed  or  typed  in  the  body  of  the 
instrument  or  incorporated  through  use 
of  a  rider,  addendum  or  similar 
document. 


1.  Adjustable  Rate  Mortgage  (ARM). 
These  instructions  supersede  the 
instructions  in  Attachment  I  to 
Mortgagee  Letter  84-16. 

a.  Subparagraph  4.d.  of  the  note  shall 
be  titled  “Adjustable  Rate.”  The  text  of 
the  paragraph  shall  consist  of 
Paragraphs  1-5  from  the  “Adjustable 
Rate  Allonge  Amending  Note”  in 
Attachment  I  (as  amended  by  the 
Addendum  to  Mortgagee  Letter  84-16), 
with  the  following  modifications: 

i.  The  term  "Holder”  shall  be  changed 
to  “Lender.” 

ii.  Paragraphs  1-5  from  the  Allonge 
shall  be  designated  with  small  Roman 
numbers  as  i. — v. 

iii.  The  first  two  sentences  of 
Paragraph  1  from  the  Allonge  shall  be 
deleted  and  replaced  with  the  following: 
“The  interest  rate  and  size  of  monthly 
payments  set  forth  in  Paragraphs  2.  and 
4.C.  may  change.” 

iv.  All  references  in  the  Allonge  to 
“amendment”  of  the  note  shall  be  ’ 
deleted:  instead,  references  shall  be  to 
Subparagraph  4.d.  of  the  note,  as 
applicable. 

b.  The  following  shall  be  added  to  the 
end  of  Paragraph  2  of  the  note:  “The 
interest  rate  is  subject  to  change  after  an 

initial  period  of _ as  set  forth  in 

Subparagraph  4.d.” 

c.  The  following  shall  be  added  to  the 
end  of  Subparagraph  4.c.  of  the  note. 
“The  monthly  payment  amount  is 
subject  to  change  after  an  initial  period 

of _ as  set  forth  in  Subparagraph 

4.d.” 

d.  If  the  mortgage  will  not  be  placed  in 
a  GNMA  pool,  the  note  may  contain 
optional  language  from  Page  3  of 
Attachment  1. 

e.  The  mortgage  shall  contain  a 
description  of  adjustments  to  the 
interest  rate  and  payment  amount  if 
required  by  state  law  or  as  otherwise 
needed  to  ensure  the  enforceability  and 
priority  of  the  mortgage.  Otherwise,  the 
mortgagee  may  include  such  a 
description  at  its  option.  If  a  description 
is  included,  the  mortgage  must  state:  “In 
case  of  any  conflict  between  this 
Security  Instrument  and  Subparagraph 
4.d.  of  the  Note,  Subparagraph  4.d.  shall 
be  the  governing  provision.”  However, 
nothing  should  be  included  in  the 
mortgage  that  conflicts  with 
Subparagraph  4.d.  of  the  note  or  24  CFR 
203.49. 

2.  Graduated  Payment  Mortgage 
(GPM).  These  instructions  supersede  the 
instructions  in  Handbook  4240.2  Revised 
Change.  Appendix  4. 

a.  The  following  shall  be  added  to  the 
end  of  Paragraph  2  of  the  note: 

“Deferred  interest  shall  be  added  to  the 
principal  "balance  monthly  and  shall 
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increase  the  principal  balance  to  not 
more  than  $ _ ” 

b.  The  first  sentence  of  Subparagraph 

4.C.  of  the  note  shall  be  changed  to  read 
as  follows:  "Each  monthly  payment  of 
principal  and  interest  shall  be  in  the 
amount  set  forth  in  Subparagraph  4.d,’’ 

c.  Subparagraph  4.d.  of  the  note  shall 
be  titled  “Graduated  Payment."  The 
payment  schedule  shall  be  set  forth  in 
Subparagraph  4.d.  in  the  following  form 
depending  on  the  plan  selected: 


(for  Plans  1,  U.  lU) 

(for  Plans  IV,  V) 

SCHEDULE  A 

.  St.HEDUIX  A 

$ - during  the 

$  - - during  the 

1st  note  year. 

1st  note  year. 

note  year.. 

note  year. 

during  tlie  3rd 

_ _ during  the  3rd 

note  year.. 

note  year. 

during  the  4th 

_ _ _  during  the  4th 

note  year.. 

note  year. 

_ _  during  the  5th 

_ _ during  the  5th 

note  year.. 

note  year. 

note  year,  and 

note  year. 

thereafter. 

_  during  the  7th 

note  year. 

_ _ during  the  8th 

note  year. 

_ during  the  9th 

note  year. 

during  the  lOlh 
note  year. 

during  the  11th 
note  year,  and 
thereafier 

d.  The  reference  in  the  mortgage  to  the 
note,  required  by  Subparag'-aph  2.d.  of 
Part  II.  A.  of  this  Appendix,  shall  include 
the  following:  “Deferral  of  interest  may 
increase  the  principal  balance  to 

$ _ "  Notice  that  the  amount 

entered  is  the  maximum  principal 
balance,  not  the  amount  by  which  the 
principal  balance  may  be  increased. 

e.  The  mortgage  shall  contain  a 
graduated  payment  schedule,  consistent 
with  the  schedule  set  forth  in 
Subparagraph  4.d.  of  the  Note,  if 
required  by  State  law  or  as  otherwise 
needed  to  ensure  the  enforceability  and 
priority  of  the  mortgage.  Otherwise,  the 
mortgagee  may  include  such  a  schedule 
at  its  option.  If  such  a  schedule  is 
included,  the  mortgage  must  state:  “In 
case  of  any  conflict  between  this 
Security  Instrument  and  Subparagraph 
4.d.  of  the  Note,  Subparagraph  4.d.  shall 
be  the  governing  provision.”  However, 
nothing  shall  be  included  in  the 
mortgage  that  conflicts  with 
Subparagraph  4.d.  of  the  hotc  or  24  CFR 
203.45. 

3.  Growing  Equity  Mortgage  (GEM). 
These  instructions  supersede  the 
instructions  in  Attachment  5  to 
Mortgagee  Letter  85-3. 


a.  The  first  sentence  of  Subparagraph 
4.C.  of  the  note  shall  be  changed  to  read 
as  follows:  “Each  monthly  payment  of 
principal  and  interest  shall  be  in  the 
amount  set  forth  in  Subparagraph  4.d." 

b.  Subparagraph  4.d.  of  the  note  shall 
be  titled  “Growing  Equity."  The 
payment  schedule  shall  be  set  forth  in 
Subparagraph  4.d.  in  the  following  form: 

$ _ during  the  1st  note  year 

$ _ during  the  2nd  note  year 

$ _ during  the  3rd  note  year 

$ _ during  the  4th  note  year 

(continue  this  schedule  for  each  of  the 
remaining  note  yearsj 

c.  The  mortgage  shall  contain  a 
payment  schedule,  consistent  with  the 
schedule  set  forth  in  Subparagraph  4.d. 
of  the  Note,  if  required  by  State  law  or 
as  otherwise  needed  to  ensure  the 
enforceability  and  priority  of  the 
mortgage.  Otherwise,  the  mortgagee 
may  include  such  a  schedule  at  its 
option.  If  such  a  schedule  is  included, 
the  mortgage  must  state:  “In  case  of  any 
conflict  between  this  Security 
Instrument  and  Subparagraph  l.d.  of  the 
Note,  Subparagraph  4.d.  shall  be  the 
governing  provision."  However,  nothing 
should  be  included  in  the  mortgage  that 
conflicts  with  Subparagraph  4.d.  of  the 
note  or  24  CFR  203.47. 

4.  Rehubiiitation  Loans  (Section 
203(k)  of  the  National  Housing  Act).  The 
uniform  mortgage  provisions  set  forth  in 
Part  II.  B  must  be  modified  for  a 
Rehabilitation  Loan.  Mortgagees  m.ust 
follow  the  instruetions  in  Handbook 
4240.4,  Paragraph  1-12  and  Appendix  4, 
except  that  the  term  “mortgage”  should 
bs  thangad  to  “Security  Instrument." 

5.  Condominiums.  Except  as 
specifically  provided  in  this  Paragraph, 
a  mortgagee  shall  not  require  special 
language  in  the  mortgage  or  the  note  for 
condominiums.  The  FNMA/FHLMC 
Multistale  Condominium  Rider  shall  not 
be  used  or  an  insured  mortgage. 

a.  These  instructions  do  not  supersede 
the  instructions  in  Handbook  4265.1, 
except  as  follows:  (i)  The  provisions  in 
Paragraph  4-2  of  the  Handbook  shall  not 
be  added  to  the  mortgage  and  note,  and 
(ii)  the  “Resolution  of  Inconsistency"  in 
Paragraph  12-8  (10)  shall  not  be 
contained  in  the  mortgage. 

b.  The  following  shall  be  added  to  the 
end  of  Paragraph  4  of  the  mortgage:  “So 
long  as  the  Condominium  Owners’ 
Association  maintains,  with  a  generally 
accepted  insurance  carrier,  a  “master" 
or  “blanket”  policy  insuring  all  property 
subject  to  the  condominium  documents, 
including  all  improvements  now 
exisiting  or  hereafter  erected  on  the 
mortgaged  premises,  and  such  policy  is 
satisfactory  to  Lender  and  provides 
insurance  coverage  in  the  a.mounts,  for 


the  periods,  and  against  the  hazards 
Lender  requires,  including  fire  and  other 
hazards  included  within  the  term 
"extended  coverage,"  and  loss  by  flood, 
to  the  extent  required  by  the  Secretary, 
then:  (i)  Lender  waives  the  provision  in 
Paragraph  2  of  this  Security  Instrument 
for  the  monthly  payment  to  Lender  of 
one-tw'elfth  of  the  yearly  premium 
installments  for  hazard  insurance  on  the 
Property,  and  (ii)  Borrower’s  obligation 
under  this  Paragraph  4  to  maintain 
hazard  insurance  coverage  on  the 
Property  is  deemed  satisfied  to  the 
extent  that  the  required  coverage  is 
provided  by  the  Condominium  Owners’ 
Asscciation  policy.  Borrower  shall  give 
Lender  prompt  notice  of  any  lapse  in 
required  hazard  insurance  coverage  and 
of  any  loss  occurring  from  a  hazard.  In 
the  event  of  a  distribution  of  hazard 
insurance  proceeds  in  lieu  of  restoration 
or  repair  following  a  loss  to  the 
Property,  whether  to  the  condominium 
unit  or  to  the  common  elements,  any 
proceeds  payable  to  Borrower  are 
hereby  assigned  and  shall  be  paid  to 
Lender  for  application  to  the  sums 
secured  by  this  Security  Instrument, 
with  any  excess  paid  to  the  entity 
legally  entitled  thereto.” 

c.  The  title,  “Condominium 
Assessments,”  shall  be  added  to  the  title 
of  Paragraph  5  of  the  mortgage.  The 
following  shall  be  added  at  the  end  of 
Paragraph  5:  “Borrower  promises  to  pay 
Borrower’s  allocated  share  of  the 
co.mmon  expenses  or  assessments  and 
charges  imposed  by  the  Condominium 
Owmers’  Association,  as  provided  in  the 
condominium  documents." 

6.  Cooperatives.  No  special  uniform 
language  has,  as  yet,  been  devised  for 
single  family  mortgages  for  use  with 
cooperatives,  'fhe  instructions  in 
Handbook  4240.3,  Paragraph  1-12, 
continue  to  apply  for  mortgages  insured 
under  section  203(n).  A  mortgagee 
should  contact  HUD  for  instructions  for 
mortgages  insured  under  section  213. 

7.  Planned  Unit  Development  (PUD). 
Except  as  specifically  provided  in  this 
Paragraph,  a  mortgagee  shall  not  require 
special  language  in  the  mortgage  or  the 
note  for  a  PLI).  The  FNfdA/FHuMC 
Multistale  PUD  Rider  shall  not  be  used 
for  an  insured  mortgage.  If  a 
homeowners’  association  exists  which  is 
empowered  to  impose  mandatory 
assessments  on  the  mortgaged  property 
and  to  purchase  a  “master"  or  “blanket” 
insurance  policy  for  property  in  the  area 
covered  by  the  homeowners’ 
association,  including  residential  units, 
then  the  following  shall  be  added  to  the 
end  of  Paragraph  4  of  the  mortgage:  “So 
long  as  the  Owners’  Association  (or 
equivalent  entity  holding  title  to 
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common  areas  and  facilities acting  as 
trustee  for  the  homeowners,  maintains, 
with  a  generally  accepted  insaranee 
carrier,  a  "masler**  or  “blanket”  policy 
insuring  the  {noperty  located  in  the  PUD, 
including  all  improvements  rtow  existisg 
or  hereafter  erected  on  the  mortgaged 
premises,  and  such  pcdicy  is  satisfactory 
to  Lender  and  provides  insurance 
coverage  in  the  amounts,  (or  the  periods, 
and  against  the  hazards  Lender  requires, 
inducting  fire  and  other  hazards 
included  within  the  term  “extended 
coverage,”  and  loss  by  flood,  to  the 
extent  required  1^  the  Secretary,  then: 

(ij  Lender  waives  the  provision  in 
Paragraph  2  of  this  Security  Instrument 
for  the  monthly  payment  to  Lender  of 
one-twelfth  of  the  yearly  premium 
installinents  for  hazard  insurance  on  the 
Property,  and  (iij  Borrcwer’s  obligation 
under  this  Paragraph  4  to  maintain 
hazard  insurance  coverage  on  the 
Property  is  deemed  satisfied  to  the 
extent  that  the  required  coverage  is 
-  provided  by  the  Owners’  Association 
policy.  Borrower  shall  give  Lender 
prompt  notice  of  any  lapse  in  required 
haza^  insurance  coverage  and  of  any 
loss  occuirring  frenn  a  hazard.  In  the 
event  of  a  distribution  of  hazard 
insurance  proceeds  in  lieu  of  restoration 
or  repair  following  a  loss  to  the  Property 
or  to  common  areas  and  facilities  of  the 
PUD,  any  proceeds  pay^>Ie  to  Borrower 
are  hereby  assigned  and  shall  be  paid  to 
Lender  for  application  to  the  sums 
secured  by  this  Security  Instrument^ 
with  any  excess  paid  to  the  entity 
legally  entitled  thereto.” 

8.  Tax-exempt  Fiaanclag.  A 
memorandum  dated  July  8, 1987,  from 
Assistant  Secretary  Thomas  T.  Demery 
to  FIUD  Field  Offices  permits  the 
mortgage  to  cemtain  an  addendum 
setting  forth  a  due-on-sale  clause 
concerning  tax-exempt  financing.  The 
due-on-sale  provision  may  be  used 
whenever  the  mortgage  loan  is  funded, 
dnectly  or  indirectly,  from  proceeds  of 
Qualified  Mortgage  Bonds  (QMBsJ 
issued  by  a  state  or  local  agency.  The 
provision  may  be  attached  as  an 
addendum  to  the  mortgage,  or  it  may  be 
included  in  the  body  of  the  mortgage 
after  the  uniform  provisions.  « 

The  addendum,  which  is  set  fortfi  as 
Attachment  I  to  the  July  8, 1987, 
memorandum,  is  revised  to  conform  to 
the  uniform  mortgage  pro\isions  as 
follows: 

Grounds  for  Acceleration  for  Tax- 
exempt  Bond  Financing 

[Insert  name  of  original 

lender) _ _  or  such  of  its 

successors  or  assigns  as  may  by 
separate  instrument  assume 
responsibility  for  assuring  compliance 
by  the  Borrower  with  tire  pnn’isions  of 


this  [Paragraph  or  Addendum J,  may 
require  inundate  payment  m  full- of  all 
sums  secured  by  this  Security 
Instrument  if: 

..  (aj  All  or  part  of  the  property  is  sold 
or  otherwise  trEui^erred  (other  than  by 
devise,  descent  or  operation  of  law)  by 
Borrower  to  a  purchase  or  other 
transferee: 

(i)  Who  cannot  reasonably  be 
expected  to  occupy  the  property  as  a 
principal  residence  within  a  reasonable 
time  after  the  sale  or  transfer,  all  as 
provided  in  section  143(cJ  and  {i)(2)  of 
the  Internal  Revenue  Cot^  or 

(ii)  Who  has  had  a  present  ownership 
interest  in  a  principal  residence  during 
any  part  of  the  three-year  period  ending 
on  the  date  of  the  sale  or  transfer,  all  as 
provided  in  section  143(djand  li)(2)  of 
the  Internal  Revenue  Code  (except  that 
“100  per  cent”  shall  be  substituted  for 
“95  per  cent  or  more”  where -the  latter 
appears  in  section  143td](l));.  or 

(iii)  At  an  acquisition  cost  which  is 
greater  than  90  per  cent  of  the  average 
area  purchase  price  (greater  than  110 
per  cent  for  targeted  area  residences), 
all  as  provided  in  section  143(6)  and 
(i)(2)  of  the  Internal  Revenue  Code;  or 

(iv)  Whose  family  income  exceeds  115 
percent  of  applicable  median  family 
income  (140  per  cent  for  a  familyln  a  *"” 
targeted  area  residence),  all  as  provided 
in  section  143(f)  and  (i)p)  of  the  Internal 
Revenue  Code;  or  " 

-  (b)  Borrower  fails  to  occupy  the 
property  described  in  tlje  Security 
Instrument  without  prior  written  consent 
of  Lender  or  its  successors  or  assigns 
described  at  the  beginning  of  this 
[Paragraph  or  Addendum];  or 

(c)  Borrower  omits  or  misrepresents  a 
fact  that  is  material  with  respect  to  the 
provisions  of  section  143  of  the  Internal 
Revenue  Code  irt  an  application  for  this 
Security  Instrument. 

References  are  to  the  1980  Internal 
Revenue  Code  in  effect  on  the  date  of 
execution  of  the  Security  Instrument  and 
are  deemed  to  include  the  implementing 
regulations. 

9.  Open-end  Advances.  Nothing  in 
these  provisions  is  applicable  to  open- 
end  a^'ances.  Relevant  requirements 
are  set  forth  in  24  CFR  203.44lh)  and 
234.70(h). 

10.  Leaseholds.  If  the  mortgage  is  on  a 
leasehold,  the  title,  “Leasehold,”  shall 
be  added  to  the  title  of  Paragraph  5  of 
the  mortgage,  "nie  following  shall  be 
added  at  the  end  of  Pa^^'e^  5r  “If  this 
Security  Instrument  is  on  a  leasehold, 

-  Borrower  shall  comply'  with  the  - 
provisions  of  the  lease.  If  Borrower 
acquires  fee  title  to  the  Property-r  the 
leasehold  and  fee  title  shall  no^be 
merged  unless  Lender  agrees  to  the 
merger  in  writing.” 


For  instructions  on  a  mortgage  for  the 
purchase  of  fee  simple  title  from  a  lessor 
(Section  240  of  the  National  Housing 
Act),  see  Han(tt)ooks  4000.2,  Rev  1, 
Paragraph  2-42c  and  4270.1  Rev.  The 
instructions  in  Handbook  4270.1  Rev  are 
not  superseded  by  these  requirements 
and  the  modifications  to  the  mortgage 
shall  be  followed,  exceprt  that  the 
sample  text  of  the  mortgage  used  in 
Appendix  1  of  the  Handbook  is 
superseded  by  the  uniform  mortgage 
provisions,-and  the  terms  used  in  the 
Leasehold  Rider  in  Appendix  2  of  the 
Handbook  shall  conform  to  the  terms 
used  in  these  requirements. 

11.  Junior  Mortgages  to  HUD — Section 
235  and  TMAP.  These  instructions  do 
not  supersede  the  instructions  in 
Handbook  4330.1  concerning  junior 
mortgages  to  HUD  to  secure  repayment 
of  section  235  assistance.  The  fonn  of 
junior  mortgage  shall  be  the  mortgage 
approved  by  HUD  for  the  jurisdiction 
before  these  requirements  take  effect, 
but  modified  as  required  by  Paragraph 
183  of  Handbook  4330.1  (see  Appendix 
26  of  the  Handbook).  No  instructions 
concerning  mortgages  and  notes  for  the 
Temporary  Mortgage  Assistance 
Payments  (TMAP)  program  have  yet 
;been  devised. 

B.  Special  Requirements  for  Particular 
States  and  Localities 

1.  Hawaiian  Home  Lands.  If  die 
mortgage  is  on  a  Hawaiian  Home  Lands 
leasehold,  the  title,  “Hawaiian  Home 
Lands,"  shall  be  added  to  the  title  at  the 
top  of  the  first  page  of  the  mortgpge.  The 
following  shall  be  substituted  for  the 
paragraph  that  sets  forth  requirements 
for  mortage  insurance  premiums,  in 
Paragraph  2  of  the  mortgage:  "If  and  so 
long  as  the  Security  Instrument  is  held 
by  the  Secretary,  then  in  addition  to  the 
payment  of  the  entire  mortgage 
insurance  premium  when  this  Security 
Instrument  vyas  signed.  Borrower  shall 
pay  a  monthly  service  charge  todhe 
Secretary,  in  an  amount  equal  to  one- 
twelfth  of  one-half  per  cent  of  the 
outstanding  principal-  balance  due  on  the 
Note,  computed  without  taking  into 
account  anydelinquent  payments, 
prepayments,  agreement  to  postpone 
the  payments,  or  agreements  to  recast 
the  mortgage.”  . 

Requirements  concerning  leaseholds, 
which  are  provided  in  Part  IV.A.10,  are 
also  applicable. 

2.  Northern  Mariana  Islands..  These 
requirements  are  not  applicable  to  the 
Commonwealth  of  the  Northern  Mariana 
Islands.  Until  farther  notice,  existing 
HUD-approved  mortgage  and  note  forms 
shall  continue  to  be  used. 
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3.  Guam,  the  Virgin  Islands  and 
Puerto  Rico.  Foreclosure  procedure 
requirements,  as  set  forth  in  Part  II.C.l. 
of  the  Appendix  should  be  followed  for 
mortgages  in  Guam,  the  Virgin  Islands, 
and  Puerto  Rico,  except  that  the 
reference  to  Paragraph  19  of  the  FNMA/ 
FHLMC  “non-uniform  covenants” 
should  be  changed  to  read  Paragraph  18. 

In  Part  II.C.3.,  Paragraph  13  should <be 
included  in  the  list  of  “boilerplate" 
Paragraphs  10. 11, 14  and  15  of  the 
FNMA /FHLMC  “uniform  covenants"  for 
Guam,  the  Virgin  Islands,  and  Puerto 
Rico. 

In  addition,  mortgages  and  notes  in 
Puerto  Rico  shall  be  written  in  English 
and  interlineated  with  Spanish  in  the 
same  manner  as  the  FNMA/FI  ILMC 
froms  for  Puerto  Rico.  A  Spanish 
translation  of  language  required  by  this 
Appendix  may  be  obtained  from  HUD's 
Caribbean  Office.  Mortgagees  must 
prepare  the  remainder  of  the  mortgage 
and  note  in  English  with  Spanish 
interlineation. 

4.  Indian  Reservations  {Section  248  of 
the  National  Housing  Act).  Mortgagees 
must  attach  the  rider  set  forth  in 
Mortgagee  Letter  88-11,  for  use  with  a 
mortgage  covering  single  family 


property  located  on  Indian  Reservations, 
pursuant  to  section  248  of  the  National 
I  lousing  Act.  The  text  of  the  rider  must 
be  modified  to  conform  to  the  uniform 
mortgage  provisions.  Mortgagees  must 
demonstrate,  pursuant  to  24  CFR 
203.43h.  that  the  Bureau  of  Indian 
Affairs,  Department  of  the  Interior,  has 
approved  the  mortgage  document  with 
rider. 

5.  Redemption  Periods. 

a.  Iowa,  North  Dakota  and  Wisconsin. 
Requirements  concerning  deficiency 
judgments  are  provided  in  Part  II.C.l.  of 
this  Appendix.  Iowa,  North  Dakota  and 
Wisconsin  are  excepted  from  those 
requirements  because  these  states 
permit  short-term  redemption  periods 
after  foreclosure  if  mortgagees  waive 
their  rights  to  deficiency  judgnients. 
Since  it  may  be  in  the  Department’s 
interest  to  have  a  short-term  redemption 
period,  mortgages  in  these  states  shall 
contain  provisions  similar  to  those  set 
forth  in  the  “non-uniform  covenants"  of 
the  current  approved  FNMA/FHLMC 
mortgage  forms,  in  Paragraph  23  for 
Iowa  and  22  for  North  Dakota  and  - 
Wisconsin.  In  addition,  the  North 
Dakota  mortgage  must  include  in  the 


2544.1 


title  the  words  “short  term  mortgage 
redemption,"  in  boldface  type. 

b.  A’eiv  Mexico  and  South  Dakota. 
New  Nfexico  and  South  Dakota  provide 
for  short-term  redemption  periods 
without  requiring  a  mortgagee  to  waive 
any  right  to  a  deficiency  judgment. 
Mortgages  for  these  states  shall  contain 
a  provision  similar  to  those  set  forth  in 
the  “non-uniform  covenants"  of  the 
current  approved  FNMA/FHLMC 
mortgage  forms,  in  Paragraph  22  for 
New  Mexico  and  immediately  before 
Paragraph  20  for  South  Dakota. 

6.  Plain  English  Requirements. 

Certain  states  have  plain  English  or 
plain  language  requirements  that  may 
apply  to  portions  of  a  mortgage  or  note 
not  prescribed  by  HUD.  Hawaii  Rev. 
Laws  §  487 A-1  and  N.Y.  General 
Obligations  I.aw  §  5-702  (McKinney 
1987)  contain  plain  English 
requirernents.  Mortgagees  are  expected 
to  comply  with  a  state’s  plain  English 
law.  such  as  those  in  Hawaii  and  New 
York,  with  respect  to  the  non-uniform 
provisions  in  both  the  mortgage  and  the 
note. 
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